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This thesis studies the impact of the 2007 Schengen area expansion on property crime rates 
against the background of the event’s socio-economic implications. The enlargement of the 
Schengen area led to the abolition of border controls between poorer Eastern and richer 
Western European countries, creating the possibility of free movement within an area divided 
by dramatic differences in income. That socio-economic conditions like income inequality 
within an area are closely related to the local property crime rates is widely acknowledged. 
Yet, no empirical study linking the Schengen area expansion to the changes in crime rates has 
been conducted from the economic perspective.  
In the current thesis, I intend to fill that gap by employing the economic theory of crime to 
study whether and where property crime rates have changed in the wake of the Schengen area 
expansion. The central question is: Has the income inequality between Eastern and Western 
European countries led to an increase in property crime rates caused by cross-border offenders 
committing crime on the richer western side of the border? To empirically answer this 
question, a panel dataset consisting of German municipalities and states in Poland and the 
Czech Republic was constructed for the period between 2003 and 2012, which contains crime 
rates and economic indicators of areas located on both sides of the border that was opened in 
2007. Difference-in-differences regressions are run to estimate the impact of the border 
opening on property crime rates while controlling for the effects of socio-economic variables.  
After the abolition of border controls, German municipalities that are adjacent to the border 
experienced a significantly higher rise in property crime rates, as compared to regions in the 
east that are not located at the border. Property crime rates in the eastern regions adjacent to 
the border increased as well. The municipalities in the German hinterland are estimated to 
experience a significantly lower relative increase in property crime rates. Overall, the findings 
show that the border opening and the resulting free mobility between areas with highly 
different income levels affect property crime rates on both sides of the border. The sharp 
increase in property crime rates in western municipalities located directly at the border points 
to the occurrence of cross-border property crime. This result is supported by the observed 
pattern that the increase in property crime rates diminishes with increasing distance to the 
border.  
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“Polish border open? Job, gone! Car, gone!”
1
 This slogan, successfully used by a German 
right wing party in 2004, sums up the concerns of those who were against the abolition of 
border controls between Western and Eastern European countries in late 2007. Many feared 
that the possibility of free movement between countries differing greatly in terms of their 
economic development would lead to an increase in property crime rates and unemployment 
in the richer Western European countries. Those who supported the border opening, however, 
argued that there was no reason for concern, since the economic advantages of free 
cross-border mobility would by far outweigh the feared disadvantages. Furthermore, they 
claimed that the abolition of border controls would not lead to an increase in property crime 
rates as long as law enforcement agencies would be properly prepared for the new situation. 
Meanwhile, more than seven years have passed since the 2007 expansion of the Schengen 
area and the subsequent abolition of border controls between Western and Eastern European 
countries. Yet, the political debate about the effect of the border opening on crime rates in the 
western European countries is still ongoing. Both sides base their arguments on the same 
official crime statistics, interpreting them to suit their particular interests. This calls for an 
unbiased empirical analysis of the effect of the 2007 Schengen area expansion on property 
crime rates.  
In this thesis, I will try to fill that apparent research gap; therefore, the impact of the Schengen 
area expansion on property crime rates will be empirically studied using a panel dataset. It 
contains observations from both sides of the border opened due to the Schengen area 
expansion which became effective in late December 2007. On the western side, data for 427 
municipalities in the German state of Saxony has been gathered. The eastern side of the 
border is represented by data from 15 Polish and 11 Czech states. Using spatial dummy 
variables, groups are created which distinguish western municipalities and eastern states 
based on their distance to the border. The opening of the border is represented by another 
dummy variable which changes from 0 to 1 to mark the expansion of the Schengen area. This 
variable is multiplied with spatial dummies to form interaction terms that distinguish states 
and municipalities by their location as well as by their average crime rate before and after the 
border opening. A difference-in-differences (DID) estimation with fixed effects is employed 
to compare how the abolition of border controls affected various groups of states and 
                                                        

















municipalities relative to each other in terms of changes in the property crime rates. Using 
seven DID models, the spatial grouping of states and municipalities is gradually refined to 
yield detailed results. In cases of particular interest, t-tests will be conducted to check if the 
differences between estimated coefficients are statistically significant. Socio-economic 
variables like the change in unemployment rate, the Gini coefficient and the PPP adjusted 
GDP will be controlled for, because they are suggested to impact property crime rates as well. 
Previewing the results, there are two particularly remarkable findings. First, the estimates of 
the impact of the border opening on property crime rates in the German municipalities allow 
for the following interpretation: Studying all municipalities together, the crime rate in the 
German state of Saxony surprisingly drops relative to the crime rate in the Polish and Czech 
states after the border opening. With an increasing level of detail observed by the employed 
models, it is however found that there are differences in the development of property crime 
rates depending on the municipalities’ location in the State of Saxony. It shows that the 
relative increase in crime rates in the municipalities directly adjacent to the border is 
especially high. Compared to them, there is a highly significant and strong decrease in 
property crime rates in the German municipalities more than 30km away from the border. The 
property crime rates in areas located at a distance of 15km to 30km from the border in 
Germany are estimated to fall less dramatically as in the municipalities further inland. An 
alternative approach, employing continuous driving time data for all German municipalities, 
also yields results pointing at a correlation between the development of property crime rates 
in municipalities and their respective distance to the border. In summary, all results suggest 
the occurrence of cross-border property crime whose patterns are highly dependent on travel 
cost.  
Second, there is strong evidence that the debate about the impact of the border opening on 
property crime rates has, until this day, neglected an important point: After the Schengen area 
expansion, the property crime rates in the eastern states are shown to diverge significantly. 
The Polish and Czech states along the German border experience a statistically highly 
significant increase in property crime rates as compared to the other eastern states after the 
border controls are abolished. This increase in property crime rates in Polish and Czech 
border states after the Schengen area expansion has not yet been addressed in the debate about 
the impact of the border opening.  
As a last step of the empirical study, property crime rates are substituted by murder crime 

















influenced by regional differences in prosperity, so that the border opening is predicted to 
have no impact on them. The results confirm this prediction, so that the existence of an 
unobserved factor influencing all kinds of crimes during the observed years can be ruled out.  
The remainder of this thesis is structured as follows: In the next chapter, an overview of the 
political and economic implications of the 2007 Schengen area expansion will be given. After 
that, the literature on the economic theory of crime as well as papers addressing similar topics 
shall be reviewed. In chapter 4, the economic theory of crime will be adapted to the particular 
case of the Schengen area expansion and hypotheses shall be deduced from the theoretical 
perspective. Chapter 5 will introduce the dataset and variables, the regressions and the results. 
In the following chapter 6, the results will be discussed. Lastly, chapter 7 gives concluding 



















2.1. The Schengen Area and the Economic Differences Within 
The Schengen area is the result of an agreement 
which was originally signed in 1985 by France, 
West Germany, Belgium, Luxemburg and the 
Netherlands. Its intention is to ensure "[...] 
freedom to cross internal borders for all 
nationals of the Member States [...]" and "[...] 
the free movement of goods and services [...]" 
between its members.
2
 Specifically mentioned 
in the agreement is the abolition of border 
control routines that force the drivers to stop, 
e.g. passport checks or a thorough look at the 
transported goods. In short, Schengen members 
agree to waive their right to conduct border 
controls in order to facilitate travelling and 
trading across their mutual borders.  
Several countries such as Italy (1990) as well as Spain and Portugal (1991) joined the 
agreement before it became effective in 1995. Others, including Austria and the Scandinavian 
states followed suit after 1995
3
, thus gradually expanding the Schengen area’s size as well as 
the cultural and economic diversity it encompassed. In 2007, a step was taken which was 
probably the most remarkable in the expansion process of the Schengen area: Eight former 
satellite states of the Soviet Union joined the Schengen agreement. Politically, they were 
already well integrated into the European Union, yet they still lagged significantly behind 
their western neighbours in terms of economic development. The following diagrams give an 
account of their purchasing power parity adjusted GDP per capita in comparison to their 
western neighbours:  
 
                                                        
2 The Governments of the States of the Benelux Economic Union,  
the Federal Republic of Germany and the French Republic 1985 
3 German Federal Foreign Office 2013 
Figure 1: Schengen area member states before the 2007 
expansion (blue) and after the expansion (blue and red) 


















Figure 2: GDP in € (Purchasing Power Standard) per capita in the new and old Schengen area members 2003-2012 
Source: Eurostat 2015; 
 
To be more specific, the next table shows the PPP adjusted GDP for the three countries 
studied: Poland, Germany and the Czech Republic; 
 
 
Figure 3: GDP in € (Purchasing Power Standard) per capita in Poland, Germany and the Czech Republic 2003-2012 
Source: Eurostat 2015; 
 
2.2. The Debate about the 2007 Schengen Area Expansion 
Many people in the western Schengen countries were concerned that the pictured enormous 
difference in development level between the original member countries and the proposed new 
members might have a negative effect on their lives after the border opening. It was feared 
that lower-wage workers from the new Schengen countries would start to seek jobs in the 
western countries. This was expected to put downwards pressure on the wage rates and to cost 
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sudden influx of lower-wage workers from the eastern countries, the western countries agreed 
on opening their labour markets for workers from the new Schengen countries only from 
2011.  
Another consequence of the 2007 Schengen area expansion was feared especially in the areas 
close to the borders between old and new Schengen members. People were afraid of rising 
crime rates due to the abolition of border controls and the subsequent possibility to commit 
cross-border crimes.
4
 Policymakers in Germany responded to this issue by promising to 
deploy federal police patrols in the eastern border areas of Germany.
5
 In Austria, the army 
was authorised to survey the border area.
6
 However, it must be mentioned that the European 
Commission is closely monitoring police activity at the opened borders to make sure that the 
possibility of free movement across them is not curtailed.
7
 The increase in law enforcement 
personnel did therefore not simply lead to reinstated on-spot border controls, but rather to a 
general increase of patrols in a greater area.
8
 In addition to these legal constraints, the 
chairman of the German Police Labour Union named more potential problems when he 
warned publicly that the crime rate in the western border areas would increase after the border 
opening. He argued that the police forces were not prepared for the new situation. The 
applicable laws would not hinder criminals to freely operate across the borders while police 
would not be allowed to cross the border without applying for permission on a case-by-case 
basis. It was also pointed out that the necessary multilateral coordination of law enforcement 
efforts was heavily limited by differences in the organisational structure and incompatible 
technical equipment among the old and new Schengen nations.
9
  
Today, more than seven years after the border opening between Eastern and Western 
European countries, the public debate about its impact on crime rates is still vivid. With 
hindsight, some claim that the 2007 Schengen area expansion had no effect on crime rates in 
the western border areas.
10
 Others plead for a re-introduction of border controls, arguing that 
the crime rates have risen drastically since 2007.
11
 Despite the great public attention still 
given to this matter and the fact that the Schengen area is about to be enlarged once again
12
, 
the lack of research focusing on this topic is remarkable. Until now, no study has been 
                                                        
4 Burger 2007 
5 German Federal Police 2015 
6 Austrian Ministry of the Interior 2007, p. 18 
7 European Commission 2014 
8 German Federal Ministry of the Interior 2009 
9 Gewerkschaft der Polizei (GdP) 2007 
10 Moeseneder 2012 
11 Lutz 2012 

















conducted that connects the changes in crime rates before and after the Schengen area 
expansion to simultaneous changes in socio-economic conditions. Yet, not accounting for 
these factors can easily lead to invalid conclusions. For example, the opening of the Schengen 
borders in late 2007 coincided with the beginning of the great financial crisis from which 
some European economies have yet to fully recover from today. An increase in German crime 
rates after the Schengen area expansion may therefore not simply be attributed to cross-border 
crimes – it could as well have been caused by domestic economic difficulties leading to 
unemployment and increasing poverty. 
Yet, even when the effect of the Schengen area expansion on crime rates is discussed on the 
highest political levels, socio-economic variables are not taken into consideration. Instead, the 
debate and the consequent decisions are solely based on percentage changes in absolute crime 




 and the 
Austrian
15
 parliaments and governments. Responses to the author’s written inquiries from the 
German Ministry of the Interior and the German Federal Police further confirm the lack of 
comprehensive research on this important issue.  
To fill this apparent gap will be the aim of this thesis which will focus on the effect of the 
2007 Schengen area expansion on crime rates in the municipalities in the state of Saxony, 
Germany. The changing socio-economic conditions in these municipalities will be taken into 
consideration to control for a possible impact on crime rates. The theoretical basis for the 
analysis will be provided by the economic theory of crime, which will, together with similar 
empirical studies, be reviewed in the following chapter. 
  
                                                        
13 Malstroem 2010 
14 Krings 2014, pp. 14 

















3. Literature Review 
3.1. The Economic Theory of Crime 
While the close linkage between economic circumstances and crime rates has long been 
acknowledged
16
, it was only in 1968 when an economic theory of crime (ETC) was 
established among many other theories explaining crime. In his article “Crime and 
Punishment: An Economic Approach”, Gary S. Becker employed economic principles like 
cost and utility to establish a framework of the factors influencing crime rate and its impact on 
society. The primary aim of his normative theory is to determine how the social loss through 
crime can be minimized by efficiently allocating scarce resources to prevention, deterrence 
and punishment. According to the fundamental principle
17
 of economics, individuals make 
choices with the goal of maximizing their expected utilities. Becker argues that this principle 
also underlies the decision-making process of an individual deciding whether to act in legal or 
illegal ways. Consequently, an individual thus only commits crime if his overall expected net 
gains from crime outweigh his overall expected net gains from legal activities. A society’s 
crime rate is therefore the result of countless expected utility maximization decisions made by 
the members of this society. To aid policymaking, the ETC is originally designed to help 
determine the optimal level of crime prevention, deterrence and punishment.
18
 A large share 
of later publications based on the ETC follows this original intent. The impact of different 
means of deterrence on decision processes has been studied, e.g. to understand the 
mechanisms behind tax evasion
19
 and to estimate the deterrence effect of the death penalty.
20
 
With regards to the effect of deterrence, empirical evidence indicates that the probability of 
apprehension and the severity of punishment are negatively correlated with property crime 
rates.
21
 Murder crime rates, in contrast, seem to be less elastic with regards to the probability 





                                                        
16 Shaw and McKay 1942 
17 Pindyck and Rubinfeld 2012, p. 149 
18 Becker 1968 
19 Allingham and Sandmo 1972 
  Mocan, Billups and Overland 2000 
20 Ehrlich 1975 
  Bailey 1998 
21 Eide et al. 2006 
22 Eide et al. 2006 

















3.2. The Link between Crime and Inequality from an Economic Perspective 
A publication by Ehrlich (1972) laid the groundwork for the second branch of the ETC, which 
focuses on another field of interest: He applied the ETC to determine which socio-economic 
circumstances influence an individual’s decision to commit crime.
23
 That is, the income from 
illegal activities became subject to scrutiny. Ehrlich identified inequality to be the decisive 
factor in determining the income from crime.
24
 His main hypotheses can be summed up as 
follows: Income inequality results in differences in wealth, i.e., relatively richer and relatively 
poorer people. This has an impact on the utility decision that individuals face: For relatively 
poorer people, the expected utility from crime increases when there are relatively richer 
potential victims in the society. In other words, there is more to take from relatively richer 
people, which makes crime more profitable and thus more probable. Ehrlich (1973) therefore 
argues that inequality within a society is positively related to the crime rates.
25
 Since this 
theory addresses monetary inequality only, Ehrlich restricts it to apply only to property crimes 
because their primary aim is material gain.
26
  
Building on this restriction and the hypotheses formulated by Ehrlich (1973), inequality has 
since become a commonly used socio-economic control variable in the empirical research on 
the economic theory of crime.
27
 Rufrancos et al. (2013) review 17 papers concerned with the 
impact of inequality on different kinds of crime. They state: “The findings on income 
inequality and property crime differ considerably to those on income inequality and violent 
crime. Review of the literature suggests that property crime is related very strongly to 
changing income inequality.”
28
 With regards to violent crimes and income inequality, 
however, other papers have found a significant positive correlation.
29
 The most commonly 





 and, more recently, panel data
32
 have given evidence that 
inequality measured by the GINI coefficient is correlated with property crime rates.  
 
                                                        
23 Ehrlich 1973, Abstract  
24 Ehrlich 1973, p. 522 
25 Ehrlich 1973, p. 559 
26 Ehrlich 1973, p. 532 
27 Freeman 1999, p. 3545 
28 Rufrancos, et al. 2013, p. 8 
29 Hooghe, et al. 2011 
30 Raja and Ullah 2013 
31 Ehrlich 1973 
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